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A PROMNE SSIONAL CORPORATION

3501 N, Cauvseway Bivd. » Suile 810 ~ P.O. Box 6952 + Metlakie, LA 70003
Phone (504) 837-9116 + Fax (504) 837-0123 « E-mall rebowe@rebowe.com

INDEPENDENT AUDITOR’S REPORT

T'o the Honorable President

and Members of the Council
St. John the Baptist Parish Council
1.aPlace, 1.0ulsiana

We have audited the accompanying financial statements of St. John the Baptist Parish Utilities
System Enterprise Fund of the St. John the Baptist Parish Council (the “Fund”), as of and for the
six months ended December 31, 1998, as listed in the table of contents. These financial statements
arc the responsibility of the management of St. John the Baptist Parish. Our responsibility 1s to
express an opinion on these financial statements based on our audit.

Ixcept as discussed in the following paragraph, we conductcd our audit in accordance with
gencrally accepted auditing standards and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain rcasonable assurance about whether
the financial statements are free of material misstaieient. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit aiso
includes assessing the accounting principles used and significant estimates made by management,
as well as cvaluating the overall financial statement presentation, We believe that our audit
provides a rcasonable basis for our opinion.

Because of the inadequacy of accounting records pertaining to property and cquipmenti, we were
unable to form an opinion regarding the amounts at which property and equipment and
accumulatcd depreciation are recorded in the accompanying balance sheet at December 31, 1998
(stated at $37,003,933 and $13,080,517, respectively), or the amount of depreciation expensc for
the six months then ended (stated at $450,100).

As discussed in Note 1, the financial statements present only St. Johin the Baptist Parish Utilities
System Enterprise Fund, and arc not intended to present fairly the financial position of the St
John the Baptist Parish Council, and the results of 1ts operations and cash flows of its propriclary
fund types and noncexpendable trust funds in conformity with generally accepted accounting
principles.



L et e

_— m— e— — m— m— — — —

In our opinion, except for the effects of such adjustments, if any, as might have been determined to
be necessary had records concerning property and equipment and related accumulated depreciation
been adequate, the financial statements present fairly, in all material respects, the financial position
of the St. John the Baptist Parish Utilities System Enterprise Fund as of Dcecember 31, 1998,
and the results of 1ts operations and cash flows for the six months then ended in conformity with
gencrally accepted accounting principles.

In accordance with Government Auditing Standards, we have also 1ssued a report dated May 19,
1999, on our consideration of the St. John the Baptist Parish Utilitics System Enterprise Fund’s
intcrnal control over financial reporting and our tests of its compliance with ccrtain provisions of
laws, regulations, contracts, and grants.

Our audit was made for the purpose of forming an opinion on the financial statements taken as a
whole. The accompanying schedules listed as supplemental information in the table of contents arc
presented for purposes of additional analysis and are not a required part of the basic financial
statements of the St. John the Baptist Parish Utilities System Enterprise Fund. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statlements, and, in our opinion, is fairly stated 1n all material respects in rclation to the financial
statements taken as a whole.

The yecar 2000 supplecmentary information on page 32 is not a required part of the basic financial
statements but 1s supplementary information required by the Governmental Accounting Standards
Board. We have applied certain limited procedures, which consisted principally of inquirics of
management regarding the methods of measurement and presentation of the supplementary
information. However, we did not audit the information and do not express an opinion on 1. In
addition, we do not provide assurancc that the St. John the Baptist Parish Utilities System
Enterprise Fund is or will become year 2000 compliant, that the St. John the Baptist Parish
Utilities System Enterprise Fund’s year 2000 remediation cfforts will be successful in whole or 1n
part, or that parties with which the St. John the Baptist Parish Utilities System Enterprisc Fund
does business arc or will become year 2000 compliant.

Zebowe & (Company

May 19, 1999



The St. John the Baptist Parish
Utilities System Enterprisc Fund
LaPlace, Louisiana

Balance Sheet
December 31, 1998

Assets
Current assets

Cash and cash equivalents $ 1,524,124
Due from other funds 172,385
Due from other governments 16,061
Recervables, net of allowance for doubtful

accounts of $13,463 1,127,921
Inventory 98,658
Total current assets 2,939 149

Restricted assets

Cash and cash equivalents 179,323
Investments 2,192,439
Total restricted asscits 2,371,762

Property, plant, and equipment

Property, plant, and equipment 37,003,933
Accumulated depreciation (13,080,517)

Net property, plant, and equipment 23,923,416

Other asscts 38,991

Total other assets 88,991

Total Asscts $ 29323318

(Continued)
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The St. John the Baptist Parish
Utilities System Enterprise Fund
LaPlace, L.ouisiana

Balance Sheet (Continued)
December 31, 1998

Liabilitics and Fund Equity
Liabilitics
Current liabilities payable from current assets
Accounts and salaries payable
Due to other funds
Other habilities

Total current liabilities payable from current assets
Current liabilities payable from restricied assets

Customer deposits

Bonds payable, current portion

Accrued interest payable

Total current liabilitics payable from restricted assets

l.ong-term liabilities
Bonds payablc

Total long-term liabilities
Total habilitics
FFund equity
Contributed capital

Retained carnings
Reserved

Unreserved

Total fund balance

Total Liabilitics and Fund Equity

The accompanying notes are an integral part of this statement.

d

272.274
1,108,624
177,019

1,557,917

741,577
217,008
111,217

1,069,802

5,889,592

5,889,592

8,517,311

13,235,255

963,342
6,602,410

20,800,007

29,323,318
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The St. John the Baptist Parish
Utilities System Enterprise Fund
LaPlace, L.ouisiana

Statement of Revenues, Expenscs, and Changes in Retained Earnings
Budget (GAAP Basis) and Actual
For the Six Months Ended December 31, 1998

Variance
Favorable
Actual Budget (Unfavorable)
Revenues
Water sales $ 2,090,529 $ 2,013,900 $ 76,629
IF'ees, charges, and commissions 125,540 130,500 (4,960)
Intergovernmental revenues:

Federal grant 16,001 - 16,001
Reimbursed indirect costs 71,789 75,000 (3,211)
Other income 247125 30,000 (5,275)
Total Revenues 2,328,644 2,249,400 79,244

Operating Expensces

Purchases 7,506 7,500 (6}
General administration 525,560 694 443 168,883

Purification 533,326 433,144 (100,182)
Distribution 453,060 331,958 (121,108)
Depreciation 450,100 422,500 (27,600)
Total Opcrating Expenses 1,969,558 1,689,545 (80,013)
Operating Income 359,086 359,855 (769)

Nonoperating Income (Expense)
Interest income 80,906 52,500 28,4006

Intcrest cxpensce (206,379) (105,862) (100,517)
Opecrating transfcrs out (13,549) (50,000) 36,451
Amortization of bond issuance expense (2,540) (6,000} 3,460
Net Nonoperating Income (141,562) (109,362) (32,200)
Net Income 217,524 250,493 (32,969)
Amortization of contributed capital 261,577 250,000 11,577
Retained carnings, beginning of ycar 7,058,001 7,058,001 -
Prior period adjusiment, see note 21 33,650 - 33,650
Retamed carnings, beginning of year,
as reslated 7,091,651 7.058.001 33,650
Retamed earnings, end of year $ 7,570,752 A 7,558,494 % 12,258

The accompanying notcs are an integral part of this statement.
5
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Gas and Water Enterprise Fund
St. John the Baptist Parish Council

LaPlace, Louisiana

Statement of Cash Flows

For the Six Months Ended December 31, 1998

Cash flows from opcrating activities
Operating income
Adjustments to reconcile operating income to net
cash provided by opcrating activities:
Depreciation
Amortization of bond issuance expense
Changes 1n assets and liabilities:
Due {from other funds
Due from other governments
Accounts receivable
Inventory
Accounts and salaries payable
Due to other funds
Other liabilitics
Accrued interest payable
Customer deposits
Other assets

Net cash provided by operating activities

Cash flows from non-capital financing activitics
Operating transfers out

Nct cash used by noncapital financing activitics

Cash flows from capital and related financing activities
Acquisition of capital assets
Increasc in coniributed capital
Repayment of bonds payablc
Bonds payable

New bond issues
Interest payments

Net cash used by capital and related financing activitics

(Continucd)

O

359,086

450,100
(2,540)

(91,099)
(16,061)
30,155

(3,1006)
73,805
318,272
10,519
93,211
22,649
2,540

1,247,531

(13,549)

(13,549)

(882,996)
140,669
(112,000)

404,000
(206,379)

(656,706)
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Gas and Water Enterprise Fund
St. John the Baptist Parish Council
L.aPlace, Louisiana

Statemcent of Cash Flows (Continued)
For the Six Months Ended December 31, 1998

Cash flows from investing activitics

Interest income $ 80,906
Sale of investment securities 3,743,674
Purchase of investment securities (3,981,296)
Net cash used by investing activities (156,716)
Net increasc in cash 420,560
Cash and cash cquivalents, beginning of year 1,282,887
Cash and cash equivalents, end of ycar $ 1,703,447

Reconciliation to Balance Sheet

Unrestricted cash and cash cquivalents $ 1,524,124
Restricted cash and cash equivalents 179,323
Total cash and cash equivalents $ 1,703,447

The accompanying notes arc an integral part of this statement.
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
L.aPlace, Louisiana
NOTES TO THE FINANCIAL STATEMENTS
Six Months Ended December 31, 1998

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES

The financial statements of the St. John the Baptist Parish Ultilities System Enterprise Fund (the
FFund) have been prepared in conformity with gencrally accepted accounting principles (GAAP)
as applied to governmental units. The Government Accounting Standards Board (GASB) is the
accepted standard-setting body for establishing governmental accounting and financial reporting
principles. The more significant of the Fund’s accounting policies are described below.

A. Reporting Enftity

Parish Government

The St. John the Baptist Parish Council (the Council) is the governing authority for the Parish
of St. John the Baptist, a political subdivision of the Stale of Louisiana as authorized by the
State Constitution. The Council consists of nine members, two of whom are ¢lected from two
divisions of the Parish consisting of 50% of the Parish’s population and scven members elected
o represent cach of the seven districts. The Parish President, elected by the voters of the
Parish, is the chief exccutive officer of the Parish and is responsible for carrying out the
policies adopted by the Council and for the administration of all Parish departments, offices,
agencies and special districts,

l.owistana Revised Statutes, at I.SA-R.S. 33:1236 give the Council various powers in
regulating and directing the affairs of the Parish and its inhabitants. The more notable of these
ar¢ thc power to make regulations {or its own government; to regulate the construction and
maintcnance of roads, bridges, and its drainage system; to regulate the sale of alcoholic
beverages; and to provide for the health and welfare of the poor, disadvantaged, and
uncmployed 1n the Parish. Funding to accomplish these tasks is provided by ad valorem taxes,
sales taxes, beer and alcoholic beverage permits, state revenue sharing, and various statc and
federal grants.

St. John the Baptist Parish occupies 351 square miles with a population of approximately
40,000. Council offices are located in the parish office building at 1801 West Airline
Highway, LaPlace.

As the governing authority of the Parish, for financial reporting purposes, the St. John the
Baptist Parish Council 1s the reporting entity for St. John the Baptist Parish. The financial
reporting entity consists of (a) the primary government (Council), (b) organizations for which
the primary government is financially accountable, and (¢) other organizations for which the
nature and significance of their relationship with the primary government arc such that
cxclusion would causc the reporting entity’s financial statements to be misleading or
incomplcie.



ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, Louisiana
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (CONTINUED)

Government Accounting Standards Board (GASB) Statement No. 14 established criteria for
determining which component units should be considered part of the St. John the Baptist
Parish Council for financial reporting purposes. The basic criterion for including a potential
component unit within the reporting entity is financial accountability. The GASB has set forth
the following criteria to be considered in determining financial accountability:

I. Orgamizations for which the Council appoints a voting majority of the governing body,
and:

a. The ability of the Council to impose its will on that organization or

b. The potential for the organization to provide specific financial benefits to or imposc
specific financial burdens on the Council.

2. Orgamzations for which the Council docs not appoint a voting majority but which arc
fiscally dependent on the Council.

3. Organizations for which the reporting entity financial statements would be misleading if
data for the organization is not included because of the naturc or significance of the
rclationship.

Based on the above criteria, the Council has determined that the following component units are
part of the reporting entity:

Fiscal
Component Unit Year End Criteria Used

Council on Aging June 30 2
Community Action Agency June 30 l.a.b.
Library December 31 l.a.b.
Public Housing Authority September 30 l.a.
Assessor December 31 2

Clerk of Court June 30 2

The accompanying financial statements present only the financial position, results of
operations, and cash flows of the St. John the Baptist Parish Ultilitics System Enterprise Fund,
and do not present financial information for the Council or for any of the above-named
component units of the Council. However, the Council and these component units are required
to submit annual financial statements to the State of Louisiana [.cgislative Auditor.

9



_— — e— e— e— e e e e— e e — e = e

TN e e e e—— e—— e E— e— _——— -

ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
L.aPlace, Louisiana
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Endcd December 31, 1998

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (CONTINUED)

I3,

Utility System Enterprise Fund

The St. John the Baptist Parish Utilities Board is comprised of eleven (11) appointed members.
Jiach of the scven (7) councilmen have one (1) appointment and each of the two (2)
councilmen-at-large have two (2) appointments. The board members serve a term of four (4)
years and meet twice a month to discuss utility-related issues. This Board reports directly to
the Parish Council. The Board is an advisory board and does not have the authority to change
rales, institute or eliminate charges, or modify the budget of the Fund.

GASB Statement 14 provides for the issuance of individual fund stalements that are separate
from those of the reporting entity. However, these individunal fund financial statements arc not
a subsiitute for the reporting entity’s financial statements. The accompanying financial
statements have been prepared in conformity with generally accepied accounting principles as
applied to government units. These financial statements are not intended to and do not report
on the reporting entity but rather are intended to reflect only the financial statements of the St.
John the Baptist Parish Utilities System Enterprise Fund.

Fund Accounting

Governmental entitics use funds and account groups 1o report their financial position and the
results of their operations. Fund accounting is designed to demonstrate legal compliance and
to aid financial management by scgregating transactions relating to cerfain government
functions or activities,

A fund is a separatc accounting entity with a self-balancing set of accounts. An account group
is a financial reporting device designed to provide accountability for ccrtain asscls and
liabilities that are not recorded in the funds because they do not directly affect net expendable
available financial resources.

Funds are classified into three categories: governmental, proprietary, and fiduciary. In turn,
cach category 1s divided into separate fund types. The St. John the Baptist Parish Ultilitics
System Enterprise Fund is classified in the proprietary fund catcgory and the enterprise fund-
type described below:

10



ST.JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, L.ouisiana

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (CONTINUED)

Proprietary Fund

Enterprise Funds - IEnterprise funds account for operations (a) that are financed and
opcrated in a manner similar to private business enterprises where the intent of the
governing body is that the costs (expenses, including depreciation) of providing
goods or services to the general public on a continuing basis be financed or
rccovered primarily through user charges; or (b) where the governing body has
decided that determination of revenues earned, expenses incurred, and/or net income
i1s appropriate for capital maintenance, public policy, managecment control,
accountabiiity, or other purposes.

C. Basis of Accounting

The accounting and financial reporting treatment applied to a fund is dctcrmined by its
measurement focus.

As a proprietary fund, the St. John the Baptist Parish Ulilities System Enterprise Fund is
accounted for on a flow of economic resources measurement focus. With this measurcment
focus, all asscts and all liabilities associated with the operation of the fund are included on the
balance sheet. Fund cquity (net total assets) 1s segregated into contributed capital and retained
carnings components. Proprietary fund-type operating statements present increascs (revenucs)
and decreases (expenses) 1n net total assets.

The St. John the Baptist Parish Utilities System Enterprise Fund is maintained on the accrual
basis of accounting. Revenues are recognized when carned, and expenscs arc recognized at the |
time liabilities are incurred. Deferred revenues arise when a potential revenue does not meet
both thc measurable and available criteria for recognition in the current period. In subscquent
periods, when both revenue recognition criteria are met, a portion of the liability equal to the
amount of deferred revenue earned during the period is removed from the balance sheet and
revenue 1s recognized. Unbilled enterprise fund service receivables are recorded as fund assets
al ycar end. Interest on revenue bonds, proceeds of which are used in financing the
construction of Fund assets, is capitalized during the construction period.

In accordance with Statement No. 20 of the Governmental Accounting Standards Board
(GASB), “Accounting and Financial Reporting for Proprictary Funds and Other Governmental
Entitics That Usc Proprictary Fund Accounting” it is the policy of the Parish’s proprictary
funds to apply all applicable GASB pronouncements as well as all Financial Accounting
Standards Board Statements and Interpretations, Accounting Principles Board Opinions and

] 1
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, Louisiana
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (CONTINUED)
Accounting Research Bulletin of the Committee on Accounting Procedures issued on or before
November 30, 1989, unless those pronouncements conflict with or contradict GASH

pronouncements.

D. Budgetary Accounting

The Fund’s budget is prepared and reported on the same basis of accounting as the financial
statcments. An accrual-basis budget is legally adopted by the Council prior to the start of cach
fiscal year.

All uncxpended budgetary appropriations lapsc at year end. The Fund does not utilize
encumbrance accounting,

Additional details on the budgetary process may be found at Note 2.

K. Cash and Cash Equivalents and Investments

Cash includes cash on hand, demand deposits, interest-bearing demand deposits, and moncy
market accounts. Cash equivalents include amounts in time deposits and those investments
with original maturitics of 90 days or less. For purposes of the statement of cash flows, the
FFund considers these same items to be cash.

Louisiana Revised Statutes, at LSA-R.S. 33:2955, authorize the Council to invest in (1) dircct
obligations of the United States Treasury, the principal and interest of which arc fully
guarantced by the fedcral government; (2) bonds, debentures, notes, or other evidence of
indebtedness 1ssued or guaranteed by federal agencies or U.S. Government instrumentalities;
(3) direct security repurchase agreements of any federal book-entry-only securitics; (4) time
certificates of deposit of state banks organized under the Jaws of 1.ouisiana and national banks
having their principal offices in the State of Louisiana, savings accounts or shares of savings
and loan associations; (5) in mutual or trust fund institutions which are registered with the
Sccurifics and Exchange Commission under the Securities Act of 1933 and the Investment Act
of 1940, and which have underlying investments consisting solely of and limited 10 sccuritics
of the U.S. Government or its agencies; or (6) guaranteed investment contracts issucd by a
bank, financial institution, insurance company, or other entity having one of the two highest
short-term rating catcgories of either Standard & Poor’s Corporation or Moody’s Investors
Scrvice, provided that no such investiment may be made except in connection with a financing,
program approved by the State Bond Commission.

12
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND

LaPlace, L.ouisiana
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Six Months Ended December 31, 1998

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (CONTINUED)

H,

Cash and cash equivalents are stated at cost, which approximates market. Under state law,
these deposits must be secured by federal deposit insurance or the pledge of securitics owned
by the bank. The market valuc of the pledged securities plus the federal deposit insurance
must at all times equal or exceed the amount on deposit with the bank.

The I'und’s investments at December 31, 1998, consist of United States Treasury Bills, all of
which were purchased with original maturities of one year or less. Under the provisions of
Government Accounting Standards Board Statement No. 31, Accounting and Financial
Reporting for Certain Investments and for External Investment Pools, these investments are

rcported at amortized cost.

. Receivables

Receivables consist primarily of amounts billed to customers for services provided by the St.
John the Baptist Parish Ultilities System Enterprise Fund and certain other enterprise funds of
the St. John the Baptist Parish Council. Management provides an allowance for doubtfu]
accounts based on a review of the current status of existing receivables and management’s
cvaluation of the aged accounts receivable.

cAnventories

Inventorics consist of parts and cquipment and are staled at the lower of cost or market,
determined by the first-in, first-out method.

Prepaid Ifems

Certain payments {0 vendors reflect costs applicable to future accounting periods and arc
recorded as prepaid items.

. Restricted Assets

Certamn procecds of cnterprise fund revenuc bonds, as well as certain resources set aside for
their repayment, are classified as restricted assets on the balance sheet because their use is
limited by the governing bond covenants. Additionally, customer deposits held by the St. John
the Baptist Parish Ulilitics System Knterprise I‘und arc restricted for use in paying outstanding
bills when customers discontinue service.

13



ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, Louisiana
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (CONTINUED)

J.

Fixed Assets

Fixed assets used in the Fund’s operations are included on the balance shect of the Fund at cost
where historical records are available and at estimated historical cost where no historical
records exist, net of accumulated depreciation. Depreciation of all exhaustible fixed assets is
charged as an expensec against operations. Depreciation is computed using the straight-line
method over the useful lives of the assets ranging from 35 to 40 years.

Inicrest expense incurred during the construction phase of fixed assets s reflected 1n the
capitalized value of the asset constructed, net of interest earned on the imvested proceeds over
the same period. No interest cost was capitalized during the six months ended December 31,

1998.

The costs of maintenance and repairs that do not add to the value of assets or materially extend
assct lives are not capitalized. Improvements that add to the value of assets are capitalized and
depreciated over the remaining usctul lives of the fixed assets.

Fixed asscts acquired through capital contributions are capitalized. Depreciation expense
applicable 1o these contributed assets 1s closed out to the related contributed capital accounts
rather than retained earnings. This mcthod is considered preferable under the matching
concept wherein acquisition of these fixed asscts is recorded as an addition 1o contributed
capital.

K. Bond Issue Costs

L.

Bond issuance cxpensc and bond discounts incurred as a result of the issuance of rcvenuc
bonds are amortized in proportion to the debt service on the revenue bonds.

Compensated Absences

The Council has the following policies relating to vacation and sick leave, which apply to
cmployeces of the St. John the Baptist Parish Ultilities System Enterprise Fund:

lmployees earn from 5 to 20 days of vacation lcave each year, depending on their length of
service. Vacation leave must be taken in the year earned and cannot be accumulated. Also,
cmployees carn 6 to 18 days of sick lcave per year which can be accumulated and is paid only
upon retirement. The accumulation of sick leave 1s nominal at Dcecember 31, 1998, therefore,

14
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
L.aPlace, L.ouisiana

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICES (CONTINUED)

a hability for compensated absences due employees has not been included in the financial
statements,

Leave privileges associated with employces of the Fund are recorded as a fund liability and
operating expecnses.

M.Long-Term QObligations

Long-term obligations expected 1o be financed from the Fund’s operations are accounted for in
the Fund.

N. Fund Lquity

Contributed Capital

Contributed capital 1s recorded in proprietary funds that have received capital grants or
contributions from developers, customers, or other {funds when such resources are restricied for
the acquisition or construction of capital assets. Contributed capital is amortized based on the

depreciation recognized on that portion of the assets acquired or constructed from such
resources.

Reserves

Rescrves represent those portions of fund equity legally segregated for a specific future usc.
Unreserved retained carnings represent net assets available for future operations. Reserved
retained earnings represent net assets that have been legally restricted for specific purposes.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgct
The procedures used by the Parish in establishing the budgetary data reflected in the financial
statcments are as follows:

(1). Atleast sixty (60) days before the beginning of the fiscal year, the President submits a line
item operating, budget and a capital budget in accordance with accepted accounting
procedure 1n a format established by the Parish Council. The budget submitted shall be
balanced. The President submits with the budget a message containing recommendations
concermng the fiscal policy of the Parish, a description of the important features of the



ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, Louisiana
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (CONTINUED)

budget, and an explanation of all major increases or decreases in budget recommendations
as compared with expenditures of the prior year.

(2). The Parish Council publishes the proposed budget in the official journal two (2) weeks
before the meeting at which the budget is to be adopted. The budget as adopted
constitutes an appropriation of funds for all purposes contained therein. A budget
ordinance becomes effective the first day of the fiscal year, unless otherwise provided
therein.

(3). The Parish Council may amend the budgets before adoption except that no 1tems for debt
service may be reduced below the amount certified by the President as necessary. In no
event may the Parish Council cause the total expenditures to exceed anticipated revenue.
If the Parish Council fails to act on either budget within the time limit as provided 1n the
Section herein, it shall be adopted as submitted by the President.

NOTE 3 - CASH AND CASH EQUIVALENTS

At December 31, 1998, the Fund has cash and cash equivalents (book balances) totaling
$1,703,447 of which $1,524,124 is unrestricted and $179,323 is restricted. Resiricted cash is
included with restricied assets on the balance shect and included with total cash in the statement
of cash {lows.

‘These deposits are stated at cost, which approximates market. Under state law, these deposits (or
the resulting bank balances) must be secured by federal deposit insurance or the pledge of
securities owned by the fiscal agent bank. The market value of the pledged sccurities plus the
federal deposit insurance must at all times equal thc amount on deposit with the fiscal agent.
These sccurities are held in joint custody in a {ederal reserve bank.,

At December 31, 1998, The St. John the Baptist Parish Utilities System Enterprisc Fund has

$2,056,888 1n dcposits (collected bank balances). These deposits arc sccured from risk by
$100,000 of federal deposit insurance and $1,956,888 of pledged sccurities held by the federal
reserve bank in the name of the fiscal agent bank and the Parish (GASB Category 1).
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, Louisiana

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 4 - INVESTMENTS

The Fund’s investments at December 31, 1998, consist of United States Treasury Bills, all of
which were purchased with original maturities of one year or less. Undecr the provisions of
Government Accounting Standards Board Statement No. 31, Accounting and Financial Reporting

Jor Certain Investments and for External Investment Pools, thesec investments are reported at
amorlized cost.

Investments at year-cnd are categorized below to give an indication of the level of risk assumed
by the St. John the Baptist Parish Utilitics System Enterprise Fund. The categories of credit risk
are as follows:

Category 1 - Insured or registered, or securitics held by the Parish or its agent in the Parish’s
namec.

Category 2 - Uninsured and unregistered, with securitics held by the counterparty’s trust
department or agent in the Parish’s name.,

Category 3 - Uninsured and unregistered, with securities held by the counterparty, or by its trust
depariment or agent but not in the Parish’s name.

At year end, the Fund’s investment balances were as follows:

Category Carrying Market
] B Amount Value
United States Treasury Bills $2.192,439 $2.192 439 $ 2.191.861

All mvestments are restricted for customer deposits or debt service and arce classified as held-to-
maturity. The total market value of the Fund’s investments is $2,191.86]1 net of unrcalized loss
on investments of $578.

NOTE S - RECEIVABLES

The St. John the Baptist Parish Utilities System Enterprise FFund bills and collects user charges {or
waler usage, provides billing and collection services for the St. John the Baptist Consolidated
Scwerage District 1B, and collects fees for mosquito control, refuse collection, and ambulance
scrvice for the St John the Baptist Parish Couneil.
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ST.JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
1.aPlace, L.ouisiana

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 5 — RECEIVABLES (CONTINUED)

At December 31, 1998, accounts receivable consist of the following:

Amounts due for the Utilitics System Enterprise Fund $ 613,065
Amounts due for:
Ambulance District Special Revenue Fund 25,162
Solid Waste Enterprise If'und 198,709
Mosquito Abatement Enterprise Fund 32,448
Sewer District 1B Enterprise Fund 258,453
Sales taxes 13.547
Total accounts recervable $1.141.384
Total receivables $1,141.384
I.css allowance for uncollectibles 13,463
Nct accounts receivablce $1.,127.921

The allowance for cstimated uncollectible receivables is based on historical collection experience
and other relevant circumstances. The allowance for estimated uncollectibles consists of the
following amount:

Utilities System Enterprise Fund $ 13,463

Total allowance for uncollectibles $ 13,463

The aging of accounts rcceivable balances at December 31, 1998, was as follows:

0-30 31-60 61-90 Over 90
| otal Days Days Days Days

Accounts receivable  $1,127.921  §$778,205 $ 90,234 $ 33,838 $225,584

18
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, Louisiana
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended Dcecember 31, 1998

NOTE 6 - FIXED ASSETS

A summary of property, plant, and equipment activity for the six months ended December 31,

1998, follows:
Balance Balance
July 1, 1998  Additions Disposals December 31, 1998
I.and and rights of way $ 49,753 % - 3 - $ 49,753
Gas distribution system 28,871 - - 28 871
Water distribution system 31,585,726 3,703,382 - 35,289,108
Office furniture and equipment 436,440 19,350 - 455,790
Transportation equipment 494 354 - 38,311 456,043
Tools and work equipment 296,831 - - 296,831
Communicalions equipment 58,645 2,751 - 61,396
Building improvements 258,255 718 - 258,073
Construction in progress 2,950,373 616,128 3,459,333 107,168
Subtotal 36,159,248 4,342,329 3,497,644 37,003,933
[.ess: Accumulated Depreciation 12,608,728 450,100 38,311 13,080,517

Net Property, Plant, and Equipment  § 23,490,520 $ 3,892229 § 3,459,333 $ 23.923416

Depreciation expense for the six months ended December 31, 1998, totaled $450,100.
Construction in progress consists of the following:

Expended to
December 31, 1998

Utilitics Water Towers $ 107.168
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ST.JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, L.ouisiana

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 7 - RESTRICTED ASSETS

The St. John the Baptist Parish Ultilities System Enterprise Fund maintains assets that arc
restricted 1o use {or specificd purposes.

A. Customer Deposits

Customer deposits arc held 1n cash and investments at December 31, 1998, as {ollows:

Investments $ 703,143
Cash (2,907)
Total restricted for customer deposits $ 700,236
Liability for deposits $ 741,577

B. Revenue Bond Sinking and Reserve Funds

As morc {ully described in Note 11, under the terms of the covenants signed in connection
with its various bond issucs, the Fund is required to maintain specified amounts of cash and
invesiments 1n reserve funds, and to periodically make deposits to sinking funds. The assets
in these accounts at year end are restricted for the payment of bond principal and inierest as

follows:
Sinking funds cash $ 158,301
Reserve funds
Cash 8.040
Investments 577276
Reserve funds total 585916
Total restricted for debt service $ 744217

C. Capital Additions and Contingency Fund

Certain bond covenants of the Fund require that an amount equal to five percent of the cash
collections of the Fund cach month shall be deposited into a Capital Additions and
Contingencies Fund, if such an amount is available aficr debt service and certain expenses.

20
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, Louisiana

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 7 - RESTRICTED ASSETS (CONTINUED)

The cash and investments in this account are restricted to use for additions, improvements,
and replacements necessary for proper operation of the St. John the Baptist Parish Utilitics
System Enterprise Fund, and arc further restricted for usc in paying principal and interest on
the Fund’s revenuc bonds should the sinking or reserve funds contain inadequate resources.
The covenants require a minimum balance of $5,000 in this account.

At December 31, 1998, this account was funded as {ollows:

Investments $ 208,836
Cash 15,289

Total restricied for capital additions
and contingencics $ 224,125

E. Systern Fund

-

Certain bond covenants of the Fund require that the Fund sct aside out of ils revenues an
amount sufficieni to cover operating expenses of the Fund. These funds are restricted for
opcration of the system, and may not be transferred out of the St. John the Baptist Parish
Utilitics System Enterprise Fund. At December 31, 1998, the IFund contained mvestments
totaling $703,184.

Restricted cash and invesiments are summarized below:

Restricted for:

Customer deposits $ 700,236
Bond sinking and reserve funds 744,217
Capital additions and contingencies 224,125
System fund 703.184
T'otal restricted cash and investments $2,371,762

NOTE 8 - BOND ISSUANCE COSTS

Bond 1ssuance costs are capitalized and amortized over the lives of the underlying bond issucs at a
rale corresponding (o the percentage of current year debt service to total debt scrvice. At
December 31, 1998, the Fund had $88,991 of unamortized bond issuance costs. Amortization
cxpense for the six months ended December 31, 1998, 1otaled $2,540.
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, Louisiana
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 9 - ACCOUNTS, SALARIES, AND OTHER PAYABLES

The following is a summary of accounts, salaries, and other payables as of December 31, 1998:

Accounts payable $ 126,947
Salaries and withholdings 121,622
Sales taxes payable 23.705
Total $272,274

NOTE 10 - DUE TO OTHER FUNDS

As discussed in Note 5, the St. John the Baptist Parish Utilities Systecm Enterprise Fund provides
billing and collection services for several other funds of the St. John the Baptist Parish Council,
and receives a commission for these services. At December 31, 1998, the Fund reported accounts
reccivable for amounts billed but not yet collected on behalf of these funds as illustrated in Note
5, and a related liability for the amounts due to these funds as follows:

Amounts due 10:

Ambulance District Special Revenue Fund $ 44,744
Solid Waste IEnterprise Fund 339,556
Mosquito Abatement Enterprise Fund 55,983
Scwer District 1B Enterprise Fund 460,427

The following ts summary of amounts duc to/duc from other funds unrclated to billing and
collection services at December 31, 1998:

uc to:
Sewer District 1B Enterprise Fund 204,302
Road & Bridges 3.612
Total duc to other funds $1.108.624
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, L.ouisiana

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 11 - LONG-TERM OBLIGATIONS

Bonds, certificates, and notes payable arec comprised of the following issues at December 31,

1908
Date of Authorized Interest Maturily Principal Inlerest
Hond Typc Issuance and Issued Rate % Date Outstanding to Maturity

Revenue Bonds
water Revenue Refunding Scrics 1997A

Tax-exempt bonds 10/01/97 $ 356,000 5.75 12/01/14 % 344,000 b 193,085
Water Revenue Refunding Series 199718

Taxable bonds 10/01/97 $ 2,445,000 8.00 12/01/11 2,345,000 $ 1,515,200
Waler Revenue Utility Bonds Series 1998 6/1/98 £ 3,500,000 5.125 6/1728 3227600 I 2,579.431

Total Revenuce Bonds $ 5,916,600 ) 4287.716
Cerlificates of Indebtedness
Walcr and Gas, Scries 1995 (08/23/95 N 250,000 6.50 04/01/05 % 194,000 ¥ 47,125

Totals $ 6,106,600 $ 4334341

The following is a summary of bonds and other long-tcrm debt transactions of the St. John the
Baptist Parish Ultilities System Enterprisc Fund for the six months ended December 31, 1998

L.ong-term obligations payablc at July 1, 1998 $ 5,844,600
Additions 404,000
Principal payments (112,000)
Prior period adjustment (30,000)

Long-term obligations payable at December 31, 1998 $ 6,106,600

In December 1997, the Council defeased $875,000 of Water and Gas Series 1971 Serial Bonds,
$70,000 of Water and Gas Scries 1973 Serial Bonds, $12.000 of Water and Gas Scries 1978
Scrial Bonds, and $3,980,000 of Water and Gas Serics 1993 Serial Bonds by placing the proceeds
from the sale of the natural gas system along with a portion of the proceeds from the issuance of
St. John Utility Revenue Bonds Series 1997A and 19978 in an irrevocable trust to provide for all
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, L.ouisiana
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 11 - LONG-TERM OBLIGATIONS (CONTINUED)

future debt service payments on the defeased bonds. Accordingly, the trust account assets and the
hability for the defeased bonds are not included 1in the Utilities System’s financial statements. In
December 1997, the Council defeased $335,000 Water and Gas Series 1990 Scrial Bonds by
placing the proceeds from the sale of the natural gas system along with a portion of the proceeds
from the issuance of S$t. John Utility Revenue Bonds Series 1997A and 1997B in an irrevocable
trust to provide for all future debt service payments on the defeased bonds, which will be called
for redemption on December 1, 2000. Accordingly, the trust account assets and the Lability for
the defeased bonds are not included in the Utilitics System’s financial statements. Total bonds

defeased at December 31, 1998 was $4,780,000.

According 1o the terms of the bond indenture agreements, the St. John the Baptist Parish Utilitics
System Enterprise Fund must provide net revenues in each year equal to at least 130 percent of
the bond principal and interest payments in that year. For the six months ended December 31,
1998, the bond debt service coverage factor was met.

All of the Fund’s outstanding revenue bonds arc subject to carly redemption provisions.

The annual requircments to amortize Ultilities System Enterprisc Fund debt outstanding as of
December 31, 1998, including interest payments of $4,334,841, are as follows:

Year Ending 1December 31, Amount
1999 $ 593,045
2000 597,035
2001 585,063
2002 593,090
2003 599,468
2004 and thercafler 1,473,740

$ 10.441.441

NOTE 12 - OPERATING TRANSFERS IN/OUT

The following is a summary of operating transfers madc during the six months ended December
31, 1998:

Transfers out to General Fund $ 13,549

——
[ —
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ST. JOHUN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND

LaPlace, Louisiana
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Six Months Ended December 31, 1998

NOTE 13 - PENSION PLAN

Plan Description. Substantially all employees of the St. John the Baptist Counctl, including the
employees of the St. John the Baptist Parish Utilities System Enterprisc Fund, are members of the
Parochial Employees’ Retirement System of Louisiana (the System), a multiple-employcr (cost-
sharing), public employee retirement system (PERS), controlled and administered by a separatc
board of trusieces. The System is composed of two distinct plans, Plan A and Plan 13, with
separate assets and benefit provisions. All employees of the Council are members of Plan A. All
permanent employees working at least 28 hours per week who are paid wholly or in part from
parish funds and all elected parish officials are eligible to participate in the system. Under Plan A,
employees who retire at or after 60 with at least 10 years of creditable service, at or after age 55
with at least 25 years of creditable service, or at any age with at least 30 years of creditable service
arc cnlitled to a retirement bencfit, payable monthly for life, equal to 3 per cent of their final-

average salary for each year of creditable service. However, for those employces who were
members of the supplemental plan only prior to January 1, 1980, the benefit 1s equal to one per
cent of final average salary plus $24 for each ycar of supplemental-plan-only scrvice earned prior
to January 1, 1980, plus 3 per cent of final-average salary for each year of service crediled after
the revision date. FKinal-average salary is the employec’s average salary over the 36 consccutive
or joincd months that producc the highest average. Employees who terminate with at least the
amount of creditable service stated above, and do not withdraw their employce contributions, may
retire at the ages specified above and receive the benefit accrued to their date of termination. The
System also provides death and disability benefits. Benefits are esiablished by state statute.

The System 1ssues an annual publicly available financial report that includes financial statements
and required supplementary information for the System. That report may bc obtained by writing
to the Parochial Employees’ Retirement System, Post Office box 14619, Baton Rouge, 1.ouisiana .

70898-4619, or by caliing (225) 928-1361.

I‘unding Policy. Under Plan A, Members are requircd by statute to contribute 9.5 percent of their
annual covered salary and the St. John the Baptist Parish Council is required to contribute at an
actuarially determined rate. Effective January 1, 1997, the current employer contribution rate is
7.75 percent of annual covered payroll. Contributions to the System also include one-fourth of
one per cent of the taxes shown 1o be collectible by the tax rolls of each parish (except Orleans
and l-ast Baton Rouge Parishes). These tax dollars are divided between Plan A and Plan B based
proportionately on the salaries of the active members of cach plan. The contribution requirements
of plan members and the St. John the Baptist Parish Council are established and may be amended
by state statute. As provided by l.ouisiana Revised Statute 11:103, the employer contributions arc
determined by actuarial valuation and are subjcct to change cach year based on the results of the
valuation of the prior fiscal ycar.
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ST.JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, Louisiana
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 13 - PENSION PLAN (CONTINUED)

The following provides certain disclosures for the Utilities System Enterprise Fund’s contributions
to the System under Plan A.

SIX MONTHS
FYLE FYE ENDIED
6/30/97 6/30/98 12/31/98
Employer required contribution rate 7.25% 7.75% 7.75%
Covered payroll $1,084,727 $1,132,324 $562,345
Required employer contributions $80,800 $87,755 $43,582
Parish contributions $80,806 $87,755 $43.582

NOTE 14 - OTHER POST-EMPLOYMENT BENEFITS

The ST. JOUN THE BAPTIST PARISIH COUNCIL provides certain continuing health carc and life
insurance benefits for its employecs.  Substantially all of the Council’s employees become
cligible for these benefits if they reach normal retirement age while working for the Council.
These benefits for retirecs and similar benefits for active employees are provided through an
insurance company whose monthly premiums are paid jointly by the Council. Benefits for active
employees are paid in full by the Council. The Council recognizes the cost of providing these
benefits as expenditure when paid during the year. At December 31, 1998, sixteen retirees were
chigible and receiving such health care benefits. Total premiums paid by the Parish for its Utilities
System retirees amounted 1o $31,819 for the six months ended December 31, 1998.

NOTE 15 - COMPENSATED ABSENCES

Only {full time regular employces with a minimum of six months of employment service are
cligible for sick pay. At retirement, all accumulated, unused, and unpaid sick lcave days are
forwarded 1o the retirement system for conversion upon application for normal retirement. At
Dccember 31, 1998, the IF'und’s employees had no accumulated or vested employee lcave benefits
that would matcrially affect the financial statements.
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, Louisiana

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 16 - SEGMENT INFORMATION

Segment information for the Utilities System Enterprise Fund is as follows (in thousands of
dollars):

Utilities
Fund/Type of Service System
Operating revenucs $ 2,329
Depreciation 450
Operating income 359
Operating transfers out 14
Net income 218
Current capital contributions 141
Amortization of contribution capital 262
Property, plant and
equipment — additions 883
Property, plant and
cquipment — deletions 38
Net working capital 1,381
Total assets 29.323
Bonds payable 5,890
Total fund equity 20,806

NOTE 17 - DEFERRED COMPENSATION PLAN

The Parish offers its employees a deferred compensation plan created in accordance with Inicrnal
Revenue Code (IRC) Section 457. The Plan, available to all Parish employees, permits them to
defer a portion of their salary until future years. The deferred compensation is not avatlable 1o
cmployees until {termination, retirement, death, or unforesecablc emergency.

In 1996, the U.S. Congtess passed the Small Busincss Job Protection Act of 1996, which requires
that employer governments place all amounts deferred under IRC Section 457 into a trust {or the
exclusive benefit of participants and their beneficiarics.  This change was allowed as carly as
lanuary 1, 1997, but must be donc by January 1, 1999. In prior ycars, these assets were solely the
property of the PParish and subjcct to claims of the Parish’s general creditors, and were reported 1n
the Pansh’s financial statements. During the six months ended December 31, 1998, the Parnish
amended its Plan to comply with the requirements of the Act. Thus, the Parish no longer has
ownership of the Plan assets and they are no lopger reported in the Parish’s financial stalements.
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, Louisiana
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 17 - DEFERRED COMPENSATION PLAN (CONTINUED)

At December 31, 1998, the Plan, which covers all Parish employees, had assets consisting of
investments totaling $296,552, and labilities for the employee benefits totaling a like amount.
Investments are managed by the Plan’s trustcc (PEBSCQ). The choices of the investment
option(s) are made by the Plan participants.

NOTE 18 - RISK MANAGEMENT

The Fund is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; crrors and omissions; injuries 0 employecs; and natural disasters. The Parish purchases
commercial insurance to manage the risk of loss, and the policies covering the St. John the Baptist
PParish Utilitics System Enterprise Fund are included in the Council’s insurance portfolio. The
more¢ significant insurance coverages include water and sewerage commercial gencral liability,
pas officers’ and dircctors’ liability, workers’ compensation, business auto, and commercial
property. No seitiementis in excess of insurance coverages were made during the six months

ended December 31, 1998

NOTE 19 - COMMITMENTS AND CONTINGENCIES

Litigation
The St. John the Baptist Parish Utilities System Enterprise JFund of the St. John the Baptist
Parish Council is not a separate legal entity, and therefore cannot be sued without recourse 1o the
Parish Council. Accordingly, any contingencies or disclosures related to litigation may be found
in the primary government financial statements of the Council.

NOTE 20 - RESERVED RETAINED EARNINGS

The nature and purpose of the reserves of retained earnings are as follows:

Rctained earnings rescrved for debt service $ 744,217
IF'und balance available to pay the principal balances
of the Fund’s Jong term oblipations.

Retamed carnings rescrved for capital additions and contingencics 224,125
Uncxpended funds dedicated for capital projects or
cmergency repairs 1o be performed in future years.

Total reserved retained carnings $ 968,342
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
1L.aPlace, L.ouisiana
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
Six Months Ended December 31, 1998

NOTE 21 — PRIOR PERIOD ADJUSTMENT

In the prior year, the Ultilities Enterprisc Fund overstated its principal and interest payments on the
Certificates of Indebtedness Series 1995. Had this error not occurred, due to other funds would
have decreased by $33,650, and retained earnings would have increased by a like amount for the
ycar ended June 30, 1998. The efilect of the prior period adjustment to the Ultilities System
Enterprised Fund’s retained carnings 1s summarized below:

Retained earnings, beginning of year $ 7,058,001
Prior period adjustment 33,650
Retamed earnings, beginning of year, as restated $ 7.091,651]
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S1. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND

LaPlace, L.ouisiana

SCHEDULE OF INSURANCE
Six Months Ended December 31, 1998

Policy Number Limits of Liability/Coverage Insurer

43CENQH2056 WATER AND SEWERAGE LIARBILITY Bartford Insurance Co.
$2,000,000 General aggregate

$1,000,000 Each occurrence

$1,000,000 Personal and advertising

$1,000,000 Products, completed operations

$5,000 Medical expenses

POI1.106274 GAS DIRECTORS AND OFFICERS LIABILITY Ranger Insurance Co.
$1,000,000 Occurrence/aggregate
$2.500 Retention
(Need to keep in force for 1 year per contract of sale)

43CENQIH2058 BUSINESS AUTO Hartford Insurance Co.
$1,000,000 Combined single limit
$1,000,000 Under-uninsured motorists
$5,000 Medical payments
Hired and non-owned coverage

53659-2 WORKERS COMPENSATION Louisiana Workers
$1,000,000/$1,000,000/$1,000,000 Compensation Corp.

47PKSQI1.1787 CONTRACTOR’S EQUIPMENT Hartford Insurance Co.
$1,577,000 Coverage per schedule
$500 Deductible

IMC300931 Sewerage and Water Boiler and Machinery Hartford Insurance Co.
$1,500,000 Coverage
$1.000 Deductible

O1DDGA096S Crime Coverage Hartford Insurance Co.
$500,000 Coverage

CEFPS537532 Property (Tanks) Audubon
$3,600,000 Coverage

CFP9500061 Property (Building) Audubon

Amount: Various

PI.S8IO98T7I17 Pollution American Iinternational
$1,000,000 Coverage

See Independent Aaditor’s Report.
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ST. JOUN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, L.ouisiana
SCHEDULE OF UTILITY BOARD MEMBERS
Six Months Ended December 31, 1998

Per Diem Paid
During the

Board member Six Months Ended 12/31/98

Joc Millet $ 360
Billy Lambert 270
I3obby Aucom 300
Gary Brock 300
Kernell Goudia 210
Warncer Sylvain 330
Jimmy Hymel 330
Mark Grajkowski 210
Johnny Spcrling 390
Allred Donaldson 330
Incz Duhon 270
Adnennce Labat 600
Al Arabic _

Total $ 3.900

Sce Independent Auditor’s Report.
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LA PLACE, LLOUISIANA

YEAR 2000 DISCLOSURES (UNAUDITED)
Year Ended December 31, 1998

The Year 2000 Issuc 1s the result of shortcomings in many electronic data processing systems
and other clectronic equipment that may adverscly affect the ST. JOHN THE BAPTIST PARISH
UTILITIES SYSTEM ENTERPRISE FUND’S operations as carly as 1999,

The S1. JOHN THE BAPTIST PARISII COUNCIL has completed an inventory of its computer
systems and other electronic equipment that may be affected by the Year 2000 Issuc and that arc
necessary to conduct Parish operations.  All of these systems and cquipment arc in the
remediation phase except for the Financial Reporting, Utility Bills, Payroll and Employec
Benefit System, which is 1n the validation/testing phase. The Parish has identified the following
systems affecting the Utilities System Enterprise Fund, which require Year 2000 remcdiation:

Financial Reporting, Utility Bills, Payroll and Employee Benefit Systems

The ST. JOUN THE BAPTIST PARISH COUNCIL has upgraded its AS400 system through a contract
with IBM and upgraded its software by contracting with SCT, its software vendor. The cost of
this upgrade was approximately $75,000 of which the majority of these costs were incurred in
1997. Some testing of the system has been performed and the Parish expects to have all testing
complcted by May 31, 1999,

Because of the unprecedented nature of the Year 2000 Issue, its effects and the success of related
rcmediation efiforts will not be fully determinable until the year 2000 and thereaficr.
Management cannot assurc thal the ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM
ENTERPRISE FUND 1s or will be Year 2000 rcady, that the ST. JOHN THE BAPTIST PARISH
UTILITIES SYSTEM ENTERPRISE FUND’S remcediation efforts will be successful in whole or in
parl, or that partics with whom the ST. JonN THE BAPTIST PARISH UTILITIES SYSTEM
ENTERPRISE FUND’S docs business will be Year 2000 ready.
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ReEBOWE & COMPANY

CERTIFIED TPUBLIC ACCOUNTANTS
CONSULTANTS
A PROIESSIONAL CORPORATION

3501 N, Causeway Blvd. + Suite 810 = P.O. Box 69562 + Metairie, LA 70008
Phone (504) 837-9116 * Fax (504) 837-0123 - E-mall rebowe@rebowe.com

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE AND ON INTERNAL
CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

To the Honorable President

and Members of the Council
St. John the Baptist Parish Council
1.aPlace, ].ouisiana

We have audited the financial statements of the St. John the Baptist Parish Utilities System
Enterprise Fund, (the Fund) as of and for the six months c¢nded December 31, 1998, and have
issucd our report thereon dated May 19, 1999. We conductled our audit in accordance with
gencrally accepted auditing standards and the standards applicable to financial audits contained n
Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the IFund’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
rcgulations, contracts, and grants, noncompliance with which could have a direct and maicrial
cficet on the determination of financial statement amounts. Howcver, providing an opinion on
compliance with thosc provisions was not an objective of our audit and, accordingly, we do not
express such an opimmon.  The results of our tests disclosed mstances of noncompliance that 1s
required 1o be reported under Government Auditing Standards. 'The findings arc described in the
accompanying Schedule of Findings and Questioned Costs as [tems 98A-1, 98A-2 and 98A-3.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the St. John the Baptist Parish Utilities
System Enterprise Fund of the St. John the Baptist Parish Council’s inicrnal control over
financial reporting in order to determine our auditing procedures for the purposc of expressing our
opimion on the financial statements and not 1o provide assurance on the internal control over
financial reporting. However, we noted certain matters involving the internal control over financial
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reporting and its operation that we consider to be reportable conditions. Reportable conditions
involve maltters coming 10 our attention relating to significant deficiencies in the design or
operation of the internal control over financial reporting that, in our judgment, could adversely
affect the St. John the Baptist Parish Utilities System Enterprise Fund of the St. John the
Baptist Parish Council’s ability to record, process, summarize, and report financial data consistent
with the assertions of management in the financial statements. Reportable conditions are described
in the accompanying Schedule of Findings and Questioned Costs as items 98A-3 through 98A-9.

A maternial weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements in amounts
that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the norimal course of performing their assigned
functions. Our consideration of the internal control over financial reporting would not necessarily
disclose all matlers in the internal control that might be reportable conditions, and, accordingly,
would not necessarily disclose all reportable conditions that are also considered to be matcrial
weaknesses. However, of the reportable conditions described above, we consider items 98A-3,
08A-8 and 98A-9 to be material weaknesses. We also noted other matters involving the internal
control over financial reporting that we have reported to management in a separate letter dated May

19, 1999,

This report is intended solely for the information and use of the Council, management of the Parish,
the Louisiana Lcgislative Auditor, and applicable federal awarding agencics and pass-through
entitics and is not intended to be and should not be used by anyonc other than these specified
partics.

LRetowe & (Lompany

May 19, 1999
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND

LaPlace, Louisiana

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Six months Ended December 31, 1998

A. SUMMARY OF AUDIT RESULTS

].

The auditor’s report expresscs a qualified opinion on the financial statements of the St.
John the Baptist Parish Utilities System Enterprise Fund duc to the inadequacy of
accounting records pertaining to property and equipment.

Scven reportable conditions disclosed during the audit of the financial statements are
reporied in the Report on Compliance and on Internal Control Over Iinancial Keporting
Based on an Audit of Financial Statements Performed in Accordance with Government
Auditing Standards. These items are described in Section B.(1){b) and B.2 of which
items 98A-3, 98A-8, and 98A-9 are reported as material weaknesses.

Instances of noncompliance material to the financial statcments of the St. John the
Baptist Parish Utilities System Enterprise Fund are reported in the Repori on
Compliance and on Internal Control Over Financial Reporting Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards.
These items are described in Section B.(1) below as items 98A-1, 98A-2, and 98A-3.

B. FINDINGS - FINANCIAL STATEMENT AUDIT

1a. COMPLIANCE FINDINGS

FINDING 98A-1 — BOND REQUIREMENTS

Condition:

The Utilities System Enterprise Fund failed to comply with the sinking fund
rcquircments as sct forth in the bond covenants for its Water Revenue Refunding Bonds,
Scrics 1997A, 1997B, and Water Revenue Ulility Bond, Scries 1998, The combined
sinking fund was underfunded in the amount of $3,249 at December 31, 1998.

Crilenia;
Bond covenants require certain funding Icvels 1o be maintained.

Iffect:
The Fund is 1in violation of the sinking fund requirement as specified in the bond
covenamnt.
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, L.ouisiana

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Six months Ended December 31, 1998

FINDING 98A-1 — BOND REQUIREMENTS (CONTINUED)

Recommendation:;
The Fund should review funding requirements monthly to determine their compliance

with bond covenants.

Response:
Management will review its policies and procedures for msuring compliance with bond

covenantis, and will review funding levels on a monthly basis.

FINDING 98A-2 — SALARY ADVANCES

Condition:
For the year ending December 31, 1998, we noted two instances in which the ST. JOHN

THE BAPTIST PARISH COUNCIL advanced wagcs to a Parish employce,

Crilernia;
}.SA-R.S. 14:138 prohibits the payment of advanced wages or salaries to employccs.

Yffect;
This 1s a violation of Article VII, Section 14 of the 1974 Lousiana Constitution, 1.SA-

R.S. 14:138, and AG Opinion 79-729,

Recommendation:
Procedures should be mmplemented which prohibits the advancing of wages to
cmployeces.

Response:
Management will not issue salary advances to Parish employces in the future.
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND

LaPlace, Louisiana

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Six months Ended December 31, 1998

b. COMPLIANCE FINDING/MATERIAL WEAKNESS

FINDING 98A-3 -- PROPERTY AND EQUIPMENT

Condition:

As in the prior years, we noted that the Parish does not maintain adequate, detailed
accounting records of fixed assets or fixed assct additions and dcletions for asscts
included in its Utilitics System Enterprise Fund. In addition, we noted the Parish did
nol remove assets sold during the year from the {ixed assets listing for its Utilitics
System Enterprise Fund. Fixed assets are shown on the accompanying balance sheet at
$37,003,933,

Criternia:
Generally accepted accounting principles and Louisiana law, at LSA-R.S. 24:545(B)(1),
require government agencies 10 maintain accurate, detailed accounting records of {ixed

assclts.

Iiicct:

FFailure to maintain current and accurate records of fixcd assets severely limits the
Parish’s ability to safeguard those assets against loss from theft or misappropriation, and
Hmits the ability of the Parish 1o prepare financial statements for the Utility Sysiem
Enterprise IF'und in accordance with generally accepted accounting principles.

Recommendation:

We recommend that the Parish conduct a comprchensive inventory of all property
owned by the Parish, including assets held by the Utilities Enterprise Fund.  Also, the
Parish should develop a system whereby all fixed asset additions and disposals arc
properly accounted for in a timely manner.

Response:

A firm has been hired by the Parish Council {o conduct a fixed asset inventory for the
Parish as well as its enterprise funds. Once this inventory is complcted, an Accounting
Department employee will be assigned the task of maintaining the fixed asset listing 11
the current year. This employee will record all assct additions and disposals and insurc
the accuracy of this listing.
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LaPlace, Louisiana

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Six months Ended December 31, 1998

REPORTABLE CONDITIONS

FINDING 98A-4 - SEGREGATION OF DUTIES

Condition:

We noted a lack of segregation of dutics in the Finance Department. We identified
several instances in which the accountant who maintains accounting rccords also
performs the bank reconciliations and supervises cash disbursements.

Critcria:

An appropriately designed system of internal controls attempts, within {inancial and
personnel constraints, to separatc incompalible accounting dutics. The system should
insur¢ that no onc employece has access to both physical assets and the related accounting
records, and that one employee does not control all phases of a transaction.

Iiffect:

Unintentional or intentional errors may occur and be undetected by management.,

Recommendation:
We recommend that management review its current intcrnal control and consider
scparating incompatible duties.

Response:
The Utilitics System Enterprise Fund will review the current internal control structure
and attempt 1o assign incompatible duties to other employees when feasiblc,

FINDING 98A-5 - REVIEW AND APPROVAL

Condition:
The Parish does not have a system in place indicating that an appropriate review and
approval of accounting records was performed by supervisory personnel.

Criteria;

Proccdures should be in place that provide reasonable assurance that bank
reconciliations, subsidiary ledgers, journal entrics and other accounting rccords are
revicewed and approved timely by the appropriate supervisory personnel,

Fffect:
Undectected crrors arc occurring in the accounting records.
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ST. JOHUN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
Lallace, Louisiana

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Six months Ended December 31, 1998

FINDING 98A-5 - REVIEW AND APPROVAL (CONTINUED)

Recommendation:

We recommend that the Parish implement a policy whercas all accounting records arc
initialed by the appropriate supervisory personnel indicating that a proper review and
approval was performed. Furthermore, a checklist should be developed to track and
monitor the preparation, review, and approval of all accounting records.

Response:

Supervisory personncl will implement a checklist of review procedures over accounting
reccords and will divide or distribute the responsibility of the different funds based upon
volume.

FINDING 98A-6 - WRITE-OFF OF ACCOUNTS RECEIVABLE

Condition:

As noted 1n the prior year, the Utilitics System Enterprisc Fund did not periorm the
writc off function at year end in order to accurately reflect amounts due from customers.
IFurthermore, the write off function was not performed throughout the ycar. Also, aged
accounts rceeivable and write-offs are not being monitored by someone independent of
the write off function.

Criteria:;

Generally accepted accounting principles require that accounts receivable be stated at
netl realizable value. To ensure proper valuation of receivables, the Fund’s allowance
for uncollectible accounts should be updated periodically and any accounts which arc
potentially uncollectible should be writien off.

lifiect:
Accounts receivable and write-off amounts may not be accurately reflected at year end.

Recommendation:

The Fund should implement procedures which require a periodic evaluation of the
Fund’s allowance for doubtful accounts. Furthermore, the allowance should be
reviewed by supervisors personncl.

Response:
Management will perform periodic reviews of the write-ofT function 1o insurc that this
function 1s being performed in a timely manner.,
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THE ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
L:A PLACE, LLOUISIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Six months Ended December 31, 1998

FINDING 98A-7 - METER DEPOSIT LIABILITY

Condition:

As noted in the prior year, the Utilitics System Enterprise Fund does not maintain
adequate supporting documentation for the meter deposit liability. Furthermore, the
Fund has no system in place that requires a subsidiary ledger of customer deposits to be
maintained and reconciled to the general ledger on a regular basis.

Criteria:
Generally accepted accounting principles require that general ledger account balances
be supported by adequate documentation.

Effect:
Fatlure to maintain sufficient supporting documentation for meter deposit liability limits

the Fund’s ability to safeguard customer deposits from loss.

Recommendation:
The Fund should implement procedures that require a subsidiary ledger of customer
deposits to be maintained and reconciled to the general ledger on a regular basis.

Response:
Management will perform periodic reviews of the supporting documentation for the
meter deposit liability to insure that this list is maintained and kept current.

FINDING 98A-8 - CASII DISBURSEMENTS

Condition:

We noted that the check writing machine used by the Ulilitics System Interprise Fund
as part of the Accounts Payable function has scveral deficiencies including a lack of
adequate controls to limit access to the machine, a lack of adeguate supervision and
review over the check writing function, a lack of adequate controls over blank checks,
and a lack of adequate controls to prevent duplicate check numbers from being used.

Critena:
Internal controls should be in place that provide reasonable assurance that all cash
disbursements arc authorized and accurately recorded in the general ledger.
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ST. JOHN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND

L.aPlace, Louisiana

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Six months Ended December 31, 1998

FINDING 98A-8 - CASH DISBURSEMENTS (CONTINUED)

FEffect:
Because of the lack of controls over the cash disbursements function, unintentional or
intentional errors may occur and be undetected by management.

Recommendation:
Procedures should be implemented to insurc adequate intcrnal controls are in place over
the cash disbursements function.

Response:

We will implement procedurcs to insure adequate internal controls over cash
disbursements are maintained.

FINDING 98A-9 - PAYROL.L.

Condition:

During the course of our audit, we noted improper usage of Parish time clocks. In
particular, we noted two instances in which a time card was submitted to the Payroll
Department with a date stamp that was 10 days later than the current datc. Duc to this
inaccuracy, the time cards were rcturned to the appropriate department. Instcad of the
Supervisor correcting the erroneous time cards manually, the time clock was
manipulated 1o producc two new “pre-dated” time cards with the correct hours worked.
In two other instances, we noted that the time clock was manipulaiecd which was
cvidenced by two time cards indicating that hours worked were from 7:30 p.m. 1o 3:30
a.m., rather than the regular work hours of 7:30 a.m. to 3:30 p.m.

In addition, we also noted that the Parish has at least 12 time clocks located throughout
the Parish, of which there are several modcls in use by the Parish.

Crilcnia;

Procedures should be in place that provide reasonable assurance that hours worked by
Parish employeces are reflected in an accurate manner on time cards as recorded by the
Parish time clocks. Also, the Parish should consider obtaining a time clock sysiem
wherecby similar time clocks arc located at multiple locations.  This would resultl in
uniform output on all Parish time cards.
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ST. JOHN THE BAPTIST PARISH COUNCIL
L.A PLACE, LLOUISIANA

SCIIEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Ycar Ended December 31, 1998

FINDING 98A-9 — PAYROLL (CONTINUED)
Lfect:

Duc to a lack of adcquate controls over the payroll time clocks, there 1s the potential for
inaccurate hours to be recorded.

Recommendation:
We recommend that the Parish Administration review 1{s internal controls presently in

place over the payroll time clock and consider upgrading its present time clocks.

Response:
Parish Administration will review the payroll time clock system and make any

modifications considered neccssary.
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ST. JOUN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LA PLACE, LOUISIANA

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Six Months Ended December 31, 1998

REPORTABLE CONDITIONS
FINDING 98-1 — WRITE-OFF OF ACCOUNTS RECEIVABLE

Condjtion;

The Utilities System did not perform the write off function at year end in order to
accurately reflect amounts due from customers. Furthermore, the write off function was
not pcriormed throughout the year. Also, aged accounts rcccivable and write-offs arc
not being monitored by someonc independent of the write off function.

Current Status:

As of Dcecember 31, 1998, the Fund did not perform the write off function at year end
and throughout the six months ended December 31, 1998. This finding is included in
the Schedule of Findings and Questioned Costs (98A-6) at December 31, 1998,

FINDING 98-2 — METER DEPOSIT LIABILITY

Condition:

We noted that the Utilitics System Enterprise Fund does not maintain adequate
supporting documentation for the meter deposit liability. Furthermore, the Jund has no
system 1n place that requires a subsidiary ledger of customer deposits {0 be maintained
and reconciled to the general ledger on a regular basis.

Current Status:

As of December 31, 1998, the Fund continues to maintain inadequale accounting,
rccords for the meter deposit liability and has no system in place that requires a
subsidiary ledger of customer deposits to be maintained and reconciled to the gencral
ledger on a regular basis. This finding is included in the Schedule of Findings and
Questioned Costs (98A-7) at December 31, 1998.
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ST. JOIIN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
1.A PLACE, LLOUISIANA

SUMMARY OF SCHEDULE OF PRIOR AUDIT FINDINGS (CONTINUED)
Six Months Ended December 31, 1998

2. MATERIAL WEAKNESS/MATERIAL NONCOMPLIANCE WITH LAWS AND
REGULATIONS

FINDING 98-3 — FIXED ASSET RECORDS

Condition:

As in the prior year, we noted that the Parish does not maintain adcquate, detailed
accounting rccords of fixed assets or fixed asset additions and deletions for asscis
included in 1ts Utilitics System Enterprise Fund.

Current Status:
As of Deccember 31, 1998, the Fund continues to maintain inadequate accounting
records of fixed asscts or fixed asset additions and deletions. This finding is included in

the Schedule of Findings and Questioned Costs (98A-3) at December 31, 1998.
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ST. JOUN THE BAPTIST PARISH UTILITIES SYSTEM ENTERPRISE FUND
LA PLACE, LLOUISIANA

CORRECTIVE ACTION PLAN
Six Months Ended December 31, 1998

Management’s corrective actions are described in the response to cach of the auditor’s compliance
and internal control findings as rcported in the Schedule of Findings and Questioned Costs. The
contact person responsible for the corrective actions is the Finance Director, Claudette Raphacl.
All corrective actions are cxpected to be completed by December 31, 1999.
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REBOWE & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
CONSUILTANTS

A PROFESSIONAL CORPORATION

3501 N. Causeway Blvd. « Suite 810 « P.O. Box 6952 « Metairie, LA 70009
Phone (504) B37-2116 + Fax (504) 837-0123 « E-mail rebowe@rebowe.com

May 19, 1999

To the Honorable President

and Members of the Council
St. John the Baptist Parish, State of Louisiana
I.aPlace, Louisiana

We have audited the primary government financial statements of the ST. JOHN THE BAPTIST
PAarisH UTiLITIES SYSTEM ENTERPRISE FUND, State of Louisiana for the six months ended
December 31, 1998, and have issued our report thereon dated May 19, 1999. As part of our audit,
we considered the Utilitics System Enterprise Fund’s internal control over financial rcporting in
order 10 determine the nature, timing and extent of our auditing procedures for the purposc of
expressing an opinion on the financial statements and not to provide assurance on the mternal
control over financial reporting.

Our consideration of the internal conirol over financial reporting has becen reported on in a
separately issued report entitled Independent Auditors’ Report on Compliance and on Internal
Control Over Financial Reporting Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards dated May 19, 1999,

This memorandum summarizes various other matters which have come to our atiention. While not
involving reportable conditions, these maiters do present opportunities for strengthening the
internal control over financial reporting and improving the operating efficiency of thce Utilitics
System Enterprise Fund.

We have discussed our comments and recommendations with various Ulilities System Entcrprisc
Fund personnel and have included their responses. We will be pleased to discuss these comments
with you in further detail at your convenience, perform any additional analysis of these matters, or
assist you in implementing our recommendations.

Sincerely,

ZRetowe & (ompany
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OBSERVATIONS, RECOMMENDATIONS, AND MANAGEMENT RESPONSES

SUBSIDIARY LLEDGERS

Observation:
We noted that subsidiary ledgers maintained by the Utilities System Enterprise I'und for

investments, accounts payable, and NSF listing were not reconciled 1o the general ledger in a
timely matfer.

Recommendation:
We recommend that the Utilitics System Enterprise Fund reconcile all subsidiary ledgers to the
general ledger in a imely manner to insure that account balances are properly stated.

Management Response:
Management will implement procedures to insure that all subsidiary ledgers arc reconciied to
the general ledger on a monthly basis.

ALLOCATION OF INDIRECT COSTS

Obscrvation:
Wec noted that the Utilities System Enterprise I'und allocates indirect costs amongst various

funds related to utility billings and administrative costs. The Ultilities System Enterprise Fund
does not maintain documentation to support their indirect cost allocation plan.

Recommendation:

We recommend that the Utilities System Enterprisc Fund conduct a study to review their
current method of indirect cost allocation. This study should determine if such allocation is
rcasonable and allowable with respect to designated revenues and federal funding
requircments. This indirect cost allocation plan should be documented and reviewed annually.,

Management Responsc:.
Parish Administration will consider implementing such recommendation.

OVERTIME PAY

Observation:

During our testing of Utilities System Enterprise Fund salaries, we noted that overtime wagcs
represented approximalely 21% of the total wages. Also, the overtime wages were 22%, or
$21,742 over the budgeted amount.
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OBSERVATIONS, RECOMMENDATIONS, AND MANAGEMENT RESPONSES

Recommendation:
We recommend that the Utilities System Enterprise Fund perform a review of its overtime

policy. If feasible, the Utilities System Enterprise Fund may consider hiring additional
personnel to meet the current workload. The hiring of additional personnel may reduce total
payroll expenditures by minimizing the need for overtime pay, which 1s paid at a rate of time
and a hall.

Management Response:
Management will review their overtime policy and will closely montior overtime in an attempt
to minimize overtime wages.

RELATED PARTY TRANSACTIONS

Obscrvation:

We noted that the Utilities System Enterprise Fund does not maintain a policy for its adherence
to Louisiana Revised Statute 42:1112 “Participation in certain transactions involving the
governmental entity.”  This statute prohibits public servants from participating in any
transaction involving the governmental entity in which they have a personal financial interest,
or in which a member of their immediate family has a personal financial interest.

Recominendation:
We recommend that the Parish consult its legal counsel in addressing this matier.

Management Response:

The Parish Administration has contacted the Parish Attorney who will send a letter to all
elected officials, directors and supervisory personnel regarding such prohibited transactions
under this statute.

SERVICE CENTER

Obscrvation:

We noted that the Utilitics System Enterprise Fund Service Center has access to the mainframe
billing module; however, has restricted ability to input customer utility payments into the
computerized billing system upon receipt. The input of utility payments is performed at the
Parish billing department.

Recommendation:

We recommend that the Parish Administration consider implementing a procedure whercby
customer payments are mputicd upon receipt at the Service Center.  This could strengthen
internal controls and provide efficiencies in this collection process.

Managciment Responsec:
Management will review the current procedures used to collect and record customer utility
paymaents.
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INTERFUND TRANSACTIONS

Observation:
During our audit, we noted numerous instances in which interfund transfers and interfund

receivables and payables did not reconcile. It appears that these differences are the result of a
lack of communication and review between department personnel.

Recommendation:

We recommend that the interfund transfers as well as interfund receivables and payables be
reconciled on a monthly basis.

Management Response:

Management will implement procedures to insure that all subsidiary ledgers are reconciled to
the general ledger on a monthly basis,

ACCOUNTING POLICIES AND PROCEDURES MANUAL

Obscrvation:
The Utilities System Enterprise Fund does not have an accounting policies and procedures

manual defining the duties and responsibilitics for each finance department employee.

Recommendation:

We recommend that the Parish develop a formal accounting manual that would clearly define
employee responsibilities, aid in training employecs, and provide management with a tool for
monitoring employec performance. An accounting manual can also help insure consistent
treatment of similar accounting transactions, use of proper accounting principles, and
production of accounting reports i the form desired by management.

Management Response:
Management is in the process of preparing a formal accounting policies and procedures -
manual,

COMPLETENESS OF ACCOUNTS PAYABLE

(Obscrvation:

We noted that proper procedures for recording accounts payable at year end are not being
followed. We noted approximatcly $62,100 of payables during our search for unrccorded
liabilities which were not included in the accounts payable listing as of December 31, 1998,
but were later included m the financial report. This error occurred duc to a lack of training and
supervision regarding the proper recording of accounts payable at year end.
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Recommendation:

We recommend that personnel should be adequately trained as to the proper procedures for
rccording accounts payable at year end.

Management Response:

The Ultilities System Enterprise Fund’s financial reports are maintained on a cash basis during
the year and are converted to accrual basis at year end in connection with the audit. We will
train and supervise personnel as 1o the proper procedures for recording accounts payablc at

year end.

RECORDING OF DEFERRED REVENUE

Observation:
We noted that the Utilities System Enterprise Fund recorded revenues on a cash receipt basis.

A portion of these revenues should be deferred and recorded in the period when the revenues
arc carncd. This error occurred due to a lack of training and superviston regarding the proper
recording of deferred revenues at year end.

Recommendation:
We recommend that personnel should be adequately trained as to the proper proccdures for
recording deferrcd revenucs at year end.

Managcment Response:

The Utilities System Enterprise Fund’s financial reports are maintained on a cash basis during
the year and are converted to an accrual basis at year end in connection with the audit. We will
train and supcrvise personnel as to the proper procedures for recording delerred revenues at
year end.

CASH MANAGEMENT

Observation:
We noted that the Ultilities System Enterprise Fund’s investment portfolio consists exclusively

of U.S. Treasury Bills with original maturitics of one year or less.

Recommendation:

We recommend that the Utilities System Enterprise Fund consider investing in U.S. Treasury
Securities with longer-term maturities to obtain higher investment yields. Also, an investment
portfolio containing both shori-term and long-term investment sccuritics would cnable the
Utilities System Iinterprise Fund to minimize interest rate risk.

Management Response:

In addition 1o the continucd purchasing of short-term investment sccuritics, management will
considcr purchasing mvestment sccuritics with scheduled maturitics of greater than onc year,
The desired result of these actions is to have a more diversified portfolio which provides a
higher rate of return on imvested funds.

LA
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11. YEAR 2000 JSSUE

Observation:

The Year 2000 issuc rcsults from a computer’s inability 10 process year-date data accurately
beyond the year 1999, Except in recently introduced Year 2000 compliant programs,
computer programmers consistently have abbreviated dates by eliminating the first two digits
of the year, with the assumption that these two digits would always be 19. Thus January 1,
1965, became 01/01/65. Unless corrected, this shortcut is expected to create widespread
problecms when the clock strikes 12:00:01 a.m. on January 1, 2000. On that datc, somc
computer programs may recoghize the date as January 1, 1900, and process data inaccurately
or stop processing allogether. |

The Year 2000 Issue is likely to affect computer applications before January 1, 2000, when
systcms currently atiempt to perform calculations into the Ycar 2000. Furthermore, somc
software programs use several dates in the year 1999 to mean something other than the datc.
Ixamples of such dates are 01/01/99, 09/09/99, and 12/31/99. As systems process information
using these dates, they may produce erratic results or stop functioning.

The Year 2000 Issue prescnts another challenge — the algorithm used in some computers for
calculating lcap years is unable to detect that the Year 2000 is a leap year. Therefore, systems
that are not Year 2000 compliant may not register the additional day, and date calculations
may be incorrect.

Upon our discussions with management, it appears that thc Utilities System Enterprise Fund
1s aware of the Year 2000 issuc and has taken steps to insure that its financial systems are
Year 2000 compliant. However, the process of assessing systems requiring updating and the
steps taken to update those systems have not been documented, nor has the Utilitics System
Enterprise IFund established milestone dates {for completing various tasks.

We noted that the Parish’s fixed asset software 1s not Year 2000 compliant. We also noted that
the Utilities System Enterprise Fund has not yet inquired of its major suppliers, vendors and
scrvice providers to determine the status of each entity with respect to the Year 2000.

Recommendation:

We recommend that you take the necessary actions to immediately begin to identify, modify,
and test all systems that may be ncgatively affected by the Year 2000 issue, particularly
mission-critical systems. This program should be monitored closely 1o ensure complction
befor¢ mission-critical systems begin to fail. Such failures may be evident before January 1,
2000. I the Utilities System Enterprise Fund fails to take timely and appropriate action, it may
cxperience costly and significant application-program failures that could prevent it from
performing its normal processing activities. Depending on the extent of the system failures,
noncompliance could have catastrophic conscquences for the Utilities System Enterprise Fund.

Also, the Utilities System  Enterprise Fund should mmplement additional verification
procedures to test the accuracy of information received from its vendors, service providers,

§
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bankers, customers, and other third-party organizations with whom it exchanges date-
dependent information, because these organizations must also become Year 2000 compliant.
The Utilities System Enterprise Fund should also satisfy itself that vendors, service providers,
bankers, customers, and other third party organizations will not experience problems relating
to the Year 2000 Issuc that could affect the Utilities System Enterprise Fund’s opcrations or
cash {lows.



